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Budgetary Control of Direct and Indirect 
Production Expenses* 


By James V. Toner, President, 
Saart Bros. Company ; 
Professor, College of Business Administration, Boston University 

Preece the past decade industry, with its wealth of inventive geniuses 

and its vast financial resources, has reduced the cost of production to 
almost unbelievable levels, but has suddenly discovered that the means through 
which this was accomplished, namely, “quantity production,” has become not 
a boon but a menace which has already destroyed much capital, and unless 
brought into control by scientific planning will undermine our entire indus- 
trial system. Scientific planning, which is the distinguishing characteristic 
of budgetary control, is the instrument by which the industrial machine can 
be made the slave of mankind, rather than its threatened destroyer. 

Budgetary control, being a scientific method of management, requires 
for its successful operation knowledge which is based on facts as contrasted 
with opinions based on conjectures. The first requirement for successful op- 
eration under budgetary control is a satisfactory accounting system which 
records the financial facts correctly, and in such a manner that these facts 
may be easily interpreted. The basis of every good accounting system is 
its classification of accounts, i.e., the media through which the information 
regarding the business is assembled. The account classification should as- 
semble all data necessary or useful in the operation of the business in such 
a way that the facts essential for budgetary control are clearly reflected. It 
is obvious that we must first know what the expenditures are which we are 


Presented at the Second Annual Conference on Management Problems of the Smaller Industries 
held cd en Ba eo -Lake George, July 12, 1932. 
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trying to control before we can control them. The estimated costs of pro- 
duction for budgetary control must be listed in detail and not grouped into 
general classes; the accounts, therefore, which record the actual costs and 
which are to be used for comparison with the estimates, must likewise be 
detailed. Care should be exercised in the selection of account titles so that 
insofar as possible they may be self-descriptive of the type of information 
contained thereunder. 


The second requirement is complete subsidiary records of sales and of 
production costs. The importance of a reasonably correct estimate of prob- 
able sales as a primary factor in budgeting is evident, and this necessitates 
records which will show complete details of past performance. To place 
estimates on the production costs of the estimated sales likewise requires 
records which will show as near as may be the cost of each element enter- 
ing into the manufactured product. 


The third requirement for successful budgetary control is some person 
or persons, who, having analyzed and interpreted the facts revealed by the 
accounts and by the subsidiary records, can make an authoritative estimate 
of the probable sales for the ensuing period. This estimate must necessarily 
take into consideration general economic conditions as well as those of the 
industry of which the particular business is a part. 


Large industries maintain statistical and research departments which 
have made very valuable contributions in recent years. While smaller in- 
dustries are not usually able to maintain such departments, they should, 
however, to the extent permitted by their own resources, approximate the 
work done by these departments in the statistical and research field. 


The Budget Period 


The period for which the income is estimated to be used as a basis 
for planning expenditures varies from four weeks to twelve months; and 
some large organizations use an even longer period. Under present condi- 
tions it would seem advisable to use as short a period as consistent with the 
nature of the business. Some factors which should be considered in determin- 
ing the length of the budget period are the nature of the product, the types 
of distribution outlets, the length of time required to obtain material or 
parts used in the manufacture, the length of the production process, the 
type and availability of labor, etc. 


The length of the budget period for industrial purposes, after all, is 
purely an academic one, as, irrespective of the period selected, the estimates 
must be adjusted as conditions warrant changes. Industrial budgets in this 
respect have an advantage over governmental budgets, which are more or 
less fixed by law. The instability of present conditions necessitates a short 
period and a continuous check of the actual with the estimates without any 
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rigid fixity of periods. This continuous or running comparison of the actual 
with estimates enables the production department of the industry to curtail 
or to expand, as the facts justify, and without any costly delay. 


Basis of Estimates for Budgetary Control 


The experiences of the past few years, while unpleasant, will be well 
worthwhile if some of the lessons taught are remembered. Industry was 
geared up to maximum capacity; sales expense, administrative expense, pro- 
duction costs, interest and dividends, were all based on maximum levels which 
could only be maintained by a continuation of business at its greatest capacity. 
The consequences were inevitable, and are too well known to require com- 
ment. The slogan of the past has been “Give us volume, and profit will 
take care of itself.” The slogan for the future will be—provided we heed 
the lessons of the past—“Give us a profit, and let the volume result from 
the natural demand at normal prices.” Budgetary control of production 
costs is merely the planning of expenditures for material, labor and manu- 
facturing burden based on an estimate of the income for an ensuing period. 
The estimate of income may be obtained in two ways; first, an estimate of 
income which should be received in order that the capital invested in the 
business will receive a minimum return—this is called the minimum net 
profit method; second, an estimate of income based on past experience and 
the present potential market for the products of the business—called the 
potential market method. 

The minimum net profit method capitalizes the minimum return on the 
investment at the lowest reasonable rate of net profit, and obtains thereby 
a sales volume which should produce this minimum net profit. To illustrate 
—assume that a business has a capital investment of $300,000; the minimum 
return on this capital should not, in any case, be less than six per cent, or 
$18,000. The sales volume required to produce this minimum net profit 
would be found by dividing the $18,000 by the minimum expected rate of 
net profit, which rate is determined from whatever sources are available. 
Assume in this case that the rate of net operating profit on sales is three 
per cent, which would produce a sales volume of $600,000 as the sales volume 
which would produce the minimum return on the capital invested in the 
business. 

Obviously, what income should be produced by a given investment, and 
what can be produced by actual sales volume, are two entirely different things. 
The sales volume required to produce the minimum net profit on the capital 
invested may, when checked with the probable or possible sales volume, be 
much too high, in which case it may be inferred that the business is over- 
capitalized. 

The potential market method of estimating probable income is an esti- 
mate of the sales volume for a period in the future based upon past expe- 
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rience, and by an analysis of the potential market taking into consideration 
all the peculiar and general economic conditions which may affect the sales 
volume. This forecasting of probable sales based on actual facts, and made 
by an authoritative person, should be fairly accurate, and therefore serve as 
a reasonable basis for conducting a business. 

The results obtained by the two methods of estimating income may, 
and in all likelihood will differ. Under present conditions it would seem 
advisable, paraphrasing a well known accounting theory, to use the one 
which results in the lower estimated income. In other words, the estimated 
income should be ultra-conservative since it is much safer to under-estimate 
income, with the resultant under-estimate of costs of production, than to 
over-estimate income, with the corresponding costs of production. 


Construction of Estimated Profit and Loss Statement for the Year 


Having checked the estimated income by both the minimum net profit 
method and the potential market method, and arrived at a reasonable and 
possible sales volume, an estimated condensed profit and loss statement may 
be prepared to be used as a basis for further analysis. Inasmuch as the be- 
ginning (estimated sales volume) and the end (estimated net operating 
profit) of the profit and loss statement are known, the balance of the state- 
ment may be completed by working backwards from the estimated net operat- 
ing profit. The selling expenses and the administrative expenses would be 
furnished, and are not commented on here as they do not come within the 
scope of this paper. 

The following form illustrates, in a condensed way, the operating sec- 
tion of an estimated profit and loss statement of a business having an esti- 
mated sales volume of $600,000, and an expected minimum net operating 
profit of $18,000. 


ConpENSED EstrmaTep Prorir AND Loss FROM OPERATIONS FOR THE YEAR 1932 
Estimated Sales 
Less—Estimated Cost of Sales 


Estimated Gross Profit 

Less—Selling and Administrative Expenses: 
SN EE PE cn ec ccccaccscecsseues 
Administrative Expense, Est. ................ 


Estimated Net Operating Profit 


It is evident that the illustrated statement by itself would be of little or 
no value in budgeting the costs of production. The estimated cost of sales 
of $474,000 is obtained by elimination, and simply represents the maximum 
cost of the goods sold in order that, under the conditions specified, a mini- 


eS roerct oO 0 838 nr” Qa 





BUDGETARY CONTROL OF PRODUCTION EXPENSES 295 


mum net profit of $18,000 may be obtained. This statement, however, does 
furnish a very general standard with which the actual results may be com- 
pared or measured, and as such has considerable value. 


Preparation of Estimated Sales 


To be of any value to the production department, sales must be estimated 
in terms of units of product sold, dollar volume of sales, and for dates of 
delivery. This estimate, as stated previously, presupposes complete sales 
records of the past, an understanding of present economic conditions, and a 
reasonable anticipation of future requirements. Obviously, without these 
the estimates would be simply unreliable guesses, and would have no basic 
value. 

The sales department, having prepared a complete estimate of the sales 
by items, dates of delivery, and by dollar value for the next three months, 
furnishes the production department with these estimates as well as the prob- 
able dollar value of sales for the balance of the year to show the probable 


trend for the complete year. The following is the estimated dollar value 
of sales by months: 


January oper detailed estimate 
February “ “ “ 
March “ “ 


400,000 


$600,000 
Budgeting of Production Costs 


On the basis of the estimated sales the production department prepares 
detailed schedules of the direct and indirect costs of production. This neces- 
sarily includes provision for ordering material, the determination of the 
number of employees, and the schedule for plant operation. The cost 
of material and labor elements can be calculated to a reasonable degree of 
certainty because it is almost directly proportional to the volume of produc- 
tion. The cost of the third element, namely, manufacturing burden, cannot 
be calculated exactly in terms of production, nor does it vary, in any fixed 
ratio, with the volume of production. 
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For budgeting purposes some advantage is gained by separating the fixed 
items of the manufacturing burden from the variable items. Depreciation, 
taxes, insurance, etc. are fixed burden items, and their cost for a year may be 
determined more or less accurately, and may be spread over shorter periods 
on a proportionate basis. The cost of the variable items of manufacturing 
burden may be calculated by comparison with corresponding periods of other 
years, similar working schedules, and comparative production volume. De- 
tailed estimates should be placed on each item of variable manufacturing 
burden in order that these estimates may be checked with the actual as as- 
sembled in the accounts. 

The production department would then prepare a summary of the esti- 
mated cost of production as illustrated in the following: 


EstiMATED SALES AND Cost oF PRODUCTION FOR THE PERIOD 
January 1, 1932 to March 31, 1932 


Estimated Material Labor Variable Fixed Total Estimated 
Sales Cost Cost Burden Burden Costs Gross Profit 
$24,000 $12,000 $9,000 $2,000 $47,000 $13,000 
28,000 14,000 10,500 2,000 54,500 15,500 
28,000 14,000 10,500 2,000 54,500 15,500 


$80,000. $40,000 $30,000 $6,000 $156,000 $44,000 

















As stated previously, budgetary control is at best an estimate, and as 
such must be continuously checked with the actual to correct, if necessary, 
the estimates. This checking is done by statements, the form of which varies 
somewhat in detail, but all of which have the same fundamental purpose, 
namely, the determination of the accuracy of the course of the business as 
set forth in the estimates. A form of operating statement which checks 
the estimates with the actual follows: : 


ActuaL SALES AND Cost oF SALES STATEMENT FOR THE MONTH OF FEBRUARY AND FOR 
THE Two MontTHs TO DATE 


Compared with the Estimated Sales and Cost of Sales Statement for the Same Periods 
For the Month of February For the Year to Date 
Actual Estimated *Dec. *Inc. Actual Estimated *Dec. *Inc, 
$60,000 $70,000 $10,000 $110,000 $130,000 $20,000 
Deduct Cost of Goods Sold: 


Schedule 1 25,000 28,000 $ 3,000 48,000 52,000 
oy 2 13,000 14,000 1,000 24,000 26,000 
Me 3 9,000 10,500 1,500 17,000 19,500 
ns 4 2,000 2,000 4,000 ,000 


$11,000 $15,500 $17,000 $28,500 
oT Gtalk Sat $6 his F797 11,500 
$10,000 $10,000 $20,000 $20,000 
*A decrease in income and an increase in expenses, having the same effect on the result, are 
in the column headed “Decrease.” An increase in income. tones a decrease in expense, rang 
ing the same effect on results, are considered in the column headed “Increase.” 
In addition to the Condensed Sales and Cost of Sales Statement which 


show the dollar difference between the actual and estimates, an analysis must 
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be made as to the difference between estimates and actual quantity of differ- 
ent items sold. This analysis would take the following form: 


For the Month of February For the Year to Date 
Item— Actual Estimate Decrease Increase Actual Estimate Decrease Increase 
aA aie’ width 
—B 
walle 
—D 
—E 


It is evident from the above illustrative statements that the actual sales 
are considerably below the estimated. This has resulted during the past two 
months in increasing inventories to the extent of the over-estimate, which 
increase has the effect of decreasing the net quick assets as shown by the 
balance sheet. This over-estimate would justify an immediate revision of the 
estimates with the resultant curtailment in production after taking into con- 
sideration the increased inventory for the past two months. 

In addition to the form of operating statements illustrated, further state- 
ments may be required to indicate the trend of the business more clearly. 
Operating statements for the same period for the previous year are frequently 
used, and have a comparative value. Usually at the close of each subdivision 
of the budget period actual balance sheets are prepared and compared with 
the estimated statements, in order that the effects of the incorrect estimates on 
the financial condition of the business may be provided for. 

Every business that hopes to progress must make expenditures continu- 
ally to improve the present product and further to perfect the manufacturing 
process. Expenditures for these purposes, while necessary and desirable, 
should nevertheless be controlled and maintained in proper relationship to 
the income and to the expenditures allotted for that purpose. In a period of 
marked decline in income, such as the present, uncontrolled expenditures for 
experimental work may quickly become out of line with the rest of the ac- 
counts. Such expenditures might well be kept at all times in some propor- 
tional relationship to the direct labor. 

Expenditures for creation of new goods likewise should be carefully 
budgeted and planned considerably in advance of date needed. A careful 
record should be maintained of such expenditures in order that their cost 
may not be included as a part of the cost of production. 

In small industries, because of the close contact with the business and the 
lack of formal procedure, there is a tendency to do experimental and creative 
work in a hit or miss fashion as impulse directs. Such a procedure is costly, 
inefficient, and opposed to the principles of budgeting. In a controlled busi- 
ness new goods are planned for a definite date in the future, and their 
progress and costs are checked as a part of the budgetary plan. 

The installation and operation of a system of budgetary control of the 
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direct and indirect costs of production, therefore, is theoretically reducible to 
the following procedure : 

1. Obtain through the most reliable sources the necessary facts regard- 
ing the business. 

2. On the basis of the most authoritative information estimate the prob- 
able income for the ensuing period. 

3. Calculate from the cost records the direct and indirect costs of pro- 
ducing the estimated income, including therein a reasonable profit on the 
capital invested. 

4. By a system of periodic reports check the estimated income and the 
estimated expenditures with the actual, and from this comparison make what- 
ever adjustments are necessary. 

In the period that is before us scientific planning will be more necessary 
than ever before if we are to avoid the mistakes of the past. New standards 
of living on lower levels seem inevitable temporarily, which automatically will 
reduce the demand for manufactured products. Our productive power in the 
so-called prosperous years was estimated to be as high as fifty times our 
power of consumption. This productive power still exists, and unless it is 
temporarily harnessed by rational, long-distanced planning, the vicious circle 
of over-production and price-cutting will continue to push our standards of 
living lower and lower, which automatically results in the elimination of an 
increasing number of our industries. 

The industrial salvation of this country is scientific planning which main- 
tains a proportional relationship between production and actual consumption. 
The fallacy of attempting to bring consumption up to our powers of produc- 
tion has been proven too conclusively to require further substantiation. Price 
predicated on an arbitrary volume, or on the so-called quantity production 
basis, has not been an inducement to the consumer to buy beyond his needs, 
and has resulted in the establishment of price levels far below just levels war- 
ranted by normal production and consumption. Prices fixed on the basis of 
operating at 100 per cent capacity can only be maintained in a period when 
operations have decreased to the almost unbelievable low of 15 per cent, at a 
manufacturing loss. Yet in spite of this most obvious fact, prices which are 
already far below actual costs of production are still being cut. 

Budgetary control, or any system of scientific planning by whatever name 
called, which regulates production on the basis of potential consumption rather 
than on potential productive capacity, which calculates costs on the same basis, 
and which includes in the selling price a reasonable profit consistent both with 
the potential marketable volume and the capital invested in the business, de- 
serves serious consideration in the reconstruction of our industrial system. 
While this is obviously idealistic, yet it is seriously projected as an objective 
toward which our smaller industries should aim to increase their chances of 
surviving in this the greatest test ever made upon American Industry. 
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GENERAL MANAGEMENT 


How ‘Administration’ Can Brace-Up 
Management 
The following is Mr. Henri Fayol’s defi- 
nition of administration: 


“To administrate is to plan, organise, 
command, co-ordinate and control. To 
plan means to study the future and ar- 
range the plan of operations. To organ- 
ise means to build up the material and 
human organisation of the business, or- 
ganising both men and materials. To com- 
mand means to make the staff do their 
work. To co-ordinate means to unite and 
correlate all activities. To control means 
to see that everything is done according 
to rules laid down and instructions given.” 

Mr. Fayol discusses the five functions 
of administration and shows how they may 
be successfully performed. By Henri 
Fayol. Business, August, 1932, p, 7:5. 


Thirteenth Annual Industrial 
Conference 

Among the papers presented at the Thir- 
teenth Annual Conference held by The 
School of Engineering of the Pennsylvania 
State College were the following: Engi- 
neering Graduates in Business, by James 
H. Bigelow; The Small Corporation and 
Engineering Graduates, by R. V. Rickord ; 
General Versus Specialized Training for 
the Young Engineer—in Industry, by O. 
W. Eshbach; General Versus Specialized 
Training for the Young Engineer—in In- 
dustry, by C. W. Beese; General Versus 
Specialized Training for the Young Engi- 
neer—in College, by A. O. Morse; Whither 
Engineering Education, by Dean Dexter 


S. Kimball; Managed Progress, by Fred 
M. Feiker; Shall the Engineer Enter In- 
creasingly into Distribution and Market- 
ing?, by W. J. Donald; Some Economic 
Factors in an Industrial Program, by L. 
P. Alford. The Pennsylvania State Col- 
lege Bulletin, June 22, 1932. 90 pages. 


Results Obtained by One Company 
Through Intelligent Use of Long 
Term Budget Forecasting 


In 1927, the management of The Toledo 
Edison Company had a ten-year budget 
forecast prepared for the entire territory 
served with electric service by the com- 
pany and its subsidiaries. The benefits de- 
rived from the operation under this bud- 
get forecast are described by the company’s 
budget director. Tables and charts are 
presented to show the accuracy of the fore- 
cast, and a few of the major results ob- 
tained from the long-term budget forecast 
are presented. By A. W. Morgan. N. E. 
L. A. Bulletin, September, 1932, p. 535:5. 


Untangling the Merger’s Tangled Net 


The vice president of The Ruberoid Co. 
discusses the problem of consolidations 
which were formed to lower costs but 
which have not realized their objective. 
He says that many: of the national com- 
panies formed during the boom days will 
see new management or a radical readjust- 
ment of ideas of operating. “We shall 
hear less of centralization and more of de- 
centralization in management as time goes 
on,” he says, and adds that the chances 
of profit today, in contradiction to the con- 
ditions which existed five years ago, lie 
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in the ability to operate efficiently. Ad- 
ministrative costs must be cut and selling 
costs must be slaughtered. By H. C. 
Bonney. Printers’ Ink Monthly, Septem- 
ber, 1932, p. 28:2. 


Proceedings of the National Conference 
of Banking and Industrial 
Committees 


This is the official stenographic record 
of the National Conference of Banking 
and Industrial Committees of the twelve 
Federal Reserve Districts, called in Wash- 
ington by President Hoover, on August 
26. The purpose of the conference was to 
deal with specific projects where definite 
accomplishments in business, agriculture 
and employment can be attained, and to co- 
ordinate the mobilization of private and 
governmental instruments to that end. Sup- 
plement to The United States Daily, Sept. 
6, 1932. 13 pages. 


Aids to American Business 
This booklet was prepared to give trade 
associations a better idea of the kinds of 
assistance the Department of Commerce 
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is prepared to give organized business. In 
addition to basic work required by law, the 
Department gathers such facts, conducts 
such research, and performs such service 
as may be requested by business and which 
cannot practicably be gathered, conducted 
or prepared by business itself. The Com- 
merce Department’s services available to 
trade associations are listed and described. 
American Trade Association Executives, 
1932. 38 pages. 


What About the Hotel Business? 


The author believes that during the next 
few years the hotel business will undergo 
changes which will be as_ revolutionary 
as were the two inspired by the advent 
of the railroad and the use of fireproof 
construction. These changes, however, 
will come in the operation of hotels rather 
than in the buildings and physical equip- 
ment. The grouping of hotels into large 
and powerful chains seems inevitable. The 
many economies and better management 
which would result from chain operation 
are described. By Ralph Hitz. The Bank- 
ers Magazine, August, 1932, p. 127:6. 


FINANCIAL MANAGEMENT 


The Equation of Exchange and the 
Price Stabilization Problem 

Price stabilization assumes that there 
is one value of money and that this is meas- 
urable. The reasons for price stabilization 
are classified. The fact that the prices 
of different kinds of things do not fluctu- 
ate together indicates that money has in- 
dependent values in different uses. The 
equation of exchange has been wrongly 
used to determine the general price-level. 
Keynes’s newer equation takes account of 
the fact that the values of money in dif- 
ferent uses differ, but cannot be used to 
measure these. The value of money has 
also been measured by representative in- 
dexes made up of prices which are as- 
sumed to be typical. This method cannot 


be used if the movements of all prices are 
not the same as those of the representative 
index. Stabilization of price relationships 
is needed to accomplish the aims of price 
stabilization. By Caroline Whitney. The 
American Economic Review, June, 1932, p. 
231 :10. 


Ask Borrowers About Patents 

Some surprising business failures have 
been due to careless arrangements with 
patent owners. In this article precautions 
which the loan officer ought to take are 
discussed. Four questions which he could 
ask about patents are: 1. Has the com- 
pany a research and development policy 
and is this expenditure being protected by 
patents to prevent competitors taking the 
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results of the research? 2. Are the pat- 
ents that are being secured of worthwhile 
value, and, if so, what is the value? 3. 
Does the product of the manufacturer in- 
fringe any unexpired United States patent, 
which will cause a loss of profits or the 
payment of damages? 4. Has the manu- 
facturer any outstanding license royalty 
obligations under patents and, if so, what? 
By H. A. Toulmin, Jr. The Bankers 
Monthly, August, 1932, p. 484:3. 


Central Gold Reserves, 1926-1931 


The increase of central gold reserves 
during the five years 1926-1930 was unex- 
pectedly large. Several unusual sources 
from which gold was drawn into central 
reserves are noted in detail. The bulk of 
the increase in central gold reserves was 
absorbed by the Bank of France. French 
short-term balances abroad made this 
movement possible; but the active factors 
behind French gold imports were largely 
internal. An analysis of these factors em- 
phasizes the difficulty of controlling the 
amount or duration of the flow. Similar 
difficulties stood in the way of redistribut- 
ing the surplus gold with which the United 
States entered the period. As a result 
of developments in 1931, however, coun- 
tries with inadequate reserves have been 
driven off the gold standard; and this very 
fact offers them the incentive and the op- 
portunity to return at an exchange level 
that will promote the acquisition of gold 
from countries which now have a surplus. 
The pattern of international movement of 
gold which seems indicated for the next 
five years bears little resemblance to that 
of the period now past. By Walter R. 
Gardner. The American Economic Re- 
view, March, 1932, p. 56:10. 


General Use of Trade Acceptance 
Planned 


General Electric, du Pont, Westing- 
house, American Smelting & Refining, 
Pittsburgh Plate Glass, General American 
Tank Car, and other large companies are 
among those publicly endorsing the move- 


301 


ment toward the trade acceptance method 
of paying for purchases. 

The plan usually favored is that accounts 
not settled in cash for amounts over $100 
with terms of 30 to 90 days will be sub- 
ject to trade acceptance settlement. Usu- 
ally companies that are beginning to use 
the plan prepare forms that fit into their 
own order routine and that include a 
trade acceptance in the form standardized 
by the American Acceptance Council. In 
introducing use of the acceptance, com- 
plete instructions by the appropriate au- 
thorities accompany copies of the forms. 
The du Pont form is illustrated. Manage- 
ment Methods, August, 1932, p. 455:1. 


The Customer and the Stock Broker 


The relations between the customer and 
the stock broker, and the rules governing 
security market transactions are covered 
in a concise and simple form in this book- 
let. By Thomas Gibson, 1931. 45 pages. 


The Significance of the Stock Exchange 
Boom 


The problem of the desirability of check- 
ing a stock exchange boom cannot be con- 
sidered apart from the causes of the boom. 
There is reason to suppose that the recent 
securities boom in America was the result 
not of speculative mania but of a real in- 
crease in the supply of savings relative to 
the demand for them. If so, the attempts 
that were made to prevent it from running 
its course were ill judged and useless. By 
Lindley M. Fraser. The American Eco- 
nomic Review, June, 1932, p. 193 :10. 


Costs Show Where You’re Going—Ex- 
penditures Show Where You've Been 


The Swope Plan provides that leading 
companies in each industry shall be re- 
quired to adopt standard accounting and 
cost systems and standardized forms of 
balance sheet and earnings statement. Com- 
mon standard forms of balance sheet and 
profit and loss statements have been gen- 
erally adopted. Until accounting results 
are summarized and presented in com- 
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monly understood form, the systems behind 
them will fail in purpose. An illustrated 
explanation of a simple form of statement 
is proposed. By Charles C. James. Fac- 
tory and Industrial Management, Septem- 
ber, 1932, p. 367:3. 


The Irrepressible Conflict—Business vs. 
Finance 


Excess saving instead of excess spend- 
ing is the root of our present evils. Excess 
saving encourages over-investment in in- 
dustry, with resulting excess capacity and 
over-production. We need dissipation of 
huge incomes through some such determi- 
ning force as drastic taxes on the higher 
brackets of the personal incomes and in- 
heritances. Such taxes will not only re- 
distribute present excessive savings which 
are concentrated in the hands of a few but 
will decrease the tendency to save among 
the well-to-do without discouraging need- 
ful thrift among the poorer classes. In 
a plenty economy such as our present one 
there must be an irrepressible conflict be- 
tween the interests of business and finance. 
Finance causes instability. Business pays 
the cost. The income tax makes for stab- 
ility and is hated by finance. The sales 
tax makes for instability and is hated by 


Insurance 


Associated System Employees’ 
Insurance Plan 


On June 1, 1932, an insurance plan be- 
came effective throughout the Associated 
Gas and Electric System, under which 13,- 
212 Associated employees are protected by 
permanent life policies, each approximately 
equal to the employee’s individual annual 
earnings. It includes the largest whole- 
sale underwriting of ordinary life insur- 
ance ever accomplished in a single attempt, 
as well as a broad coverage of group in- 
surance. The plan represents a voluntary 
participation by more than 90 per cent of 
the employees. The company will pay ap- 
proximately 70 per cent of the premiums 
on the group insurance and about 30 per 


THE MANAGEMENT REVIEW 


business. 
bility. 
We need more spending, less saving, if 
we are to fight the toxin of over-invest- 
ment and avoid hard times. Four meth- 
ods of insuring against hard times are 
treated at length in the appendix of this 
booklet. By David Cushman Coyle. Re- 
vised and reprinted from The Corporate 
Practice Review, 1932. 44 pages. rs 


To prosper business needs sta- 


Are Credit Men to Blame for Bad Debt 
Losses? 


Professor Chapin says that in the ma- 
jority of cases credit men are to blame 
for bad debt losses. To accomplish some 
reduction of the huge loss, he makes three 
suggestions: 1. Educate and train credit 
men to a greater proficiency in the classi- 
fication and selection of credit risks; 2. 


‘ Develop the sources of credit information 


so that credit men may have available 
more complete and more reliable informa- 
tion; 3. Devise the machinery to liquidate 
an insolvent business before the assets are 
so far dissipated and with much less ex- 
pense than at present. By Albert F. 
Chapin. Credit Executive, August, 1932, 
p. 15:2. 


cent of the cost (premiums less dividends) 
of the ordinary life policies. Details of the 
plan are given. 1932. 7 pages. 


New Classification of Fire Risks in 
Wisconsin 

Starting January 1, 1933, fire insurance 
companies operating in Wisconsin must 
adopt a standard classification of risks plan 
developed by the state insurance depart- 
ment. In this plan the 26 classifications 
established by the National Board of Fire 
Underwriters is reduced to 12. The ob- 
jection to the present classification is di- 
rected toward the constantly changing num- 
ber of classes which originally numbered 
1,800. As a result it has been impossible 
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to build up any adequate experience as to 
the fairness of fire rates. It is expected 
that the revised groupings will be allowed 
to stand for a sufficiently extended period 
to establish loss ratios for each risk or 
class of risks. The experience tables se- 
cured will serve as a medium through 
which the rates based upon schedules may 
be judged fair and reasonable or to the 
contrary and changes made in accordance 
with the facts adduced. The Insurance 
Field (Fire and Casualty Edition), July 14, 
1932, p. 7:1. 


Insurance and Prevention 


Self interest on the part of insurance 
companies leads to general activity in pre- 
vention. If disbursements can be kept be- 
low the level on which rates have been 
predicated, the result is larger underwrit- 
ing gain. Prevention of losses is a pub- 
lic service which will be increasingly im- 
portant as time goes on. Performance of 
such service by private insurance tends to 
justify the continuance and expansion of 
that business. 

Besides general prevention activity, car- 
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riers make their greatest contribution in 
the competitive appeal for specific risks. 
By means of various schemes of merit and 
schedule rating the insured is encouraged 
to reduce the frequency and possibilities 
of loss. Policyholders should be impressed 
with the fact that avoidance of immediate 
and insurable losses is not the complete 
aim of prevention work. In spite of com- 
plete insurance protection, damage by fire, 
for instance, may carry such hidden costs 
as disorganization of personnel, loss of cus- 
tomers in a highly competitive market, dis- 
traction of executives from their work of 
development of the business, etc. 

In some cases carriers have become pri- 
marily prevention-service institutions and 
provide indemnity only incidentally. One 
group of factory fire underwriters has low- 
ered its loss record from 33 cents per $100 
in 1850-1860 to 2 cents in the period 1921- 
1930. Last year a number of these com- 
panies spent more on engineering inspection 
and prevention activities than was paid out 
in direct fire losses. By Ralph H. Blanch- 
ard. Journal of American Insurance, July, 
1932, p. 19:3. 


Records: Forms, Charts, Cards, Files, Statistics 


Special Devices and Wage Plan Speed 
Billing 

By designing special attachments for 
their bookkeeping machines, by motion 
studies and careful training of machine op- 
erators, by devising a satisfactory wage 
incentive plan, the Public Service Electric 
and Gas Company (New Jersey) has 
raised their billing production to an aver- 
age of 215 bilis every hour for each book- 
keeping machine. Most companies have 
not so large a billing problem as have 
public utilities and insurance companies, but 
almost all can use the basic ideas that have 
solved the problem in this company. They 
are described. Management Methods, 
August, 1932, p. 453:1. 


Cost Control—An Important Feature of 
Scientific Office Management 

When constructing a clerical cost control 
plan to measure the efficiency of the clerical 
operation, these factors must be remem- 
bered : 

1. Clerical costs are dependent on vol- 
ume of work handled, which is controlled 
by powers outside of the clerical unit. 

2. Clerical costs are dependent on the 
varying character of the work assigned to 
the service unit by customer departments. 
This determines type of operation, type of 
materials, etc. 

3. Clerical costs are partly fixed and 
partly variable in character. All the vari- 
able expenses, and some of the fixed, can 
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be influenced by the operating executive, 
while other fixed expenses are outside of 
his control. 

The plan, described in detail in this pa- 
per, for which the author received the 1932 
Leffingwell Award, has been in operation 
in the Meredith Publishing Company for 
more than two years and controls the work 
performed by a variety of clerical units. 
It is a combination of accounting, cost ac- 
counting and budgeting. Also, it includes 
an application of standard cost methods 
for the purpose of distributing clerical ser- 
vice unit costs to customer departments. 

Numerous tables are shown to illustrate 
the plan and its detailed cost records. By 
Hadar Ortman. Proceedings of the Na- 
tional Office Management Association, 
June 7, 1932, p. 44:16. 


Check Copy is Cash Book 


A substantial economy in some types of 
accounting for disbursements has been re- 
cently effected at the home office of Na- 
tional Life Insurance Company. The plan 
is employed for two different classifica- 
tions of disbursements, both of which recur 
in considerable volume. 

A special check (illustrated) is used for 
each of these classifications, like that used 
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for annuities, disability benefits, and in- 
stalments. This idea could be used in any 
business where the preliminary sorting of 
disbursements for cash-book entries goes 
into a comparatively small number of 
columns. 

The check is a voucher check, and car- 
ries on its face six short columns in which 
are entered the amounts payable under 
each account. These columns are side by 
side, which is the secret of the whole plan. 
For a carbon copy is made of the checks; 
they are made up in vertical sheets of four 
to provide a convenient size of carbon 
copy. The carbon copy is made on a 
specially printed sheet which carries col- 
umnar headings like those on the checks. 
Thus the carbon copy of a four-check 
sheet is an original cesh-book record, with 
entries duly columnized. The carbon copy 
is bound in a loose-leaf binder; no fur- 
ther entry is needed. Management Meth- 
ods, September, 1932, p. 508. 


A Centralized Typing Office 


The office manager of T. S. Fry & Sons 
Ltd., discusses the advantages, to company 
and operators, of the centralized typing 
department. By W. H. Ryman. I[ndus- 
trial Welfare and Personnel Management, 
July, 1932, p. 400:3. 


Administration: Regulations, Supplies, Communications 


Offsetting the Effect of Three Cent 
Postage 

A portfolio showing how to use first and 
third class mail more economically, effi- 
ciently, and for greater results. Many types 
of envelopes are sampled, and the rela- 
tive value of stamped, metered and permit 
mail discussed. United States Envelope 
Company, 1932. 


Complete Reports Increase Value of 
Travel 

In most organizations a great fund of 

ideas and information is gathered by ex- 

ecutives and department heads while travel- 

ing on company time—information that is 


of no service to the other men in the or- 
ganization because it is never translated 
into any form for ready use. 

The Upson Company has put into effect 
a plan which overcomes most of the weak- 
ness in the matter of making facts avail- 
able to all. Whenever a man travels to 
visit other plants (competing plants ex- 
cluded) he is required to write out a com- 
plete report of his trip before he is reim- 
bursed for his expenses. The man is 
expected to note down anything seen or 
heard which he thinks might be of interest 
or value to the concern, and to make rough 
sketches of any equipment which in his 
opinion might serve “as is” or in modified 
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form for some phase of Upson operations. 
The reports are circulated among the staff 
for perusal, then filed and carefully indexed 
so that they may be referred to at any 
time. Management Methods, July, 1932, p. 
401. 
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Economies in Office Practice 
Ways and means of saving in the use of 
machinery, correspondence, routines, meth- 
ods, control of work, waste elimination, 
etc., are discussed. Public Management, 
August, 1932, p. 250:4. 


Organization: Job Analysis, Employment, Pay, Tests 


After Salary Cuts—What Next? 

The reduction of working personnel in 
manufacturing and sales activities has been 
completed in a great many cases on a 
wholesale scale. Senior executives have 
not, however, been able to attain the same 
relative economies in the clerical opera- 
tions. In a few companies a fertile field 
has been found for further reduction in 
the financial and clerical operating costs. 

The question arises whether the demor- 
alization resulting from the reduction of 
expenses through repetitive salary cuts, 
will more than offset the apparent imme- 
diate reductions. It is suggested that the 


answer lies in properly developed restora- 
tive incentives. Such incentives, if prop- 
erly developed and administered, will give 
executives the necessary tool for the main- 
tenance of proper operating costs, the re- 
tention of sales volume, and increasing re- 
duction of clerical costs. 

The detailed analysis made by one com- 
pany of its operations as the basis for re- 
storative incentives is explained as well 
as the success of the incentives established 
in effecting further expense reduction and 
volume building. By R. H. Rositzke. Man- 
agement Methods, September, 1932, p. 
498 :3. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Industrial Production and Price Control 


The price problem in its general aspect 
—that of the price level—is insoluble by 
conscious action unless the world itself es- 
says a politically managed currency. De- 
liberate price control in its specific sense 
—valorizing or regulating all or even most 
individual prices—is also a chimerical con- 
cept in an economic world as complicated 
as ours. The conscious control of secular 
production trends likewise involves things 
too large and indeterminate to receive se- 
rious consideration from practical men. Pro- 
duction control in its specific sense, through 
conscious agreement among producers as 
to the allocation of plant construction and 
extension, deserves attention experiment- 
ally. It might not work. But we are 


indeed a calloused community of civilized 
beings if we allow individual initiative and 
self-interest alone to continue the entire 
direction of our economic system, without 
having the courage to experiment here and 
there, in deliberate and conscious fashion. 
By Ralph C. Epstein. Proceedings of the 
Academy of Political Science, January, 
1932, p. 76:11. 


A Comparative Study of the Indexes of 
Production 

There are available at the present time 
several monthly physical volume indexes of 
producers’ goods, of consumers’ goods and 
of general production for the United 
States. In this article a comparative study 
has been made of these measurements with 
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respect to the method of construction, the 
component series included, the weights em- 
ployed, and the degree of correspondence 
or difference between them. By Y. S. 
Leong. Journal of the American Statis- 
tical Association, September, 1932, p. 256: 
14, 


' Managers Must Manage 


A practical plant man gives some help- 
ful advice on how to eliminate avoidable 
manufacturing expenses. In the rehabili- 
tation of industry, he says, the first essen- 
tial is that everyone have a definite job 
and be required to discharge its duties. 
Definite policies must be adopted for every 
phase of the business; there must be sound 
reasons for these policies, and the policies 
should be known and understood by every- 
one. Managers and superintendents must 
manage and superintend. The workers’ 
performance depends on those -directing 
them. Let the cost accountant predeter- 
mine costs and check progress so that it 


Employment: Classification, Selection, 


Standardizing the Selection of Appren- 
tices 


In consequence of the customary meth- 
ods by which young men are admitted to 
trade apprenticeship or their first factory 
job, one finds many misfits in the various 
unions and in our unorganized mills and 
workshops, men who drifted into their oc- 
cupations by chance and find out their mis- 
take too late if at all. Mr. Beckman em- 


is according to schedule. Get all clerks 
and supervisors out into the open where 
they can be seen—not behind partitions or 
in offices where factory people hesitate to 
go. When foremen or others think they 
are overworked, ask them to tabulate their 
moves for a given period, say a week, 
showing where they were, what they were 
doing, and the time consumed in each 
transaction or performance, with a friendly 
purpose, for mutual benefit and not as a 
reflection on them. The number of things 
that can be eliminated or arranged for 
easier execution will be found surprising. 
By Thomas E. Conway. Factory and In- 
dustrial Management, September, 1932, p. 
349 :3. 


Works Costing System 


An illustrated explanation of a sys- 
tem, which: 1. gave more accurate re- 
sults; 2. reduced clerical labor; 3. speeded 
up production. By Francis J. Mott. Busi- 
ness, August, 1932, p. 19:2. 


Tests, Turnover 


phasizes the need for a research program, 
consistently pursued on a nation-wide ba- 
sis to provide the needed opportunity for 
tests already available to prove or disprove 
themselves. He outlines a plan for the 
setting of definite selection standards and 
lists their advantages. By R. O. Beckman. 
The Journal of Business of the University 
of Chicago, July, 1932, p. 228:13. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Defective Eyesight Costly 

Through the correction of small eyesight 
defects and the relief of eyestrain by 
glasses, improvements in output of from 
5 to 40 per cent have been secured in 
work of all kinds. The results which have 
been obtained in a number of English firms 
through the correction of employees’ vision 
are discussed in this article. By William 
E. Hardy. Business, August, 1932, p. 21:1. 


Foremen’s Safety Conferences 


This pamphlet offers suggested programs 
for a series of seven safety conferences, 
each conference to discuss one main phase 
of accident-prevention work: The rea- 
sons for safety work; Using facts to pre- 
vent accidents; Getting the new employee 
started right; Helping the “accident prone” 
employee; Getting the department behind 
the foreman; The value of safeguarding 
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equipment; The effect of good housekeep- 
ing on safety and operation. For each 
conference the report suggests nine ques- 
tions to provoke discussion and gives com- 
plete answers to each question. 

The material included has been developed 


Industrial Economics: 
Immigration 


Labor and 


Declares Machines Add to Unemployed 

Technological improvements have come 
with such rapidity in the last three years 
that only 55 per cent of the workers 
thrown out of employment by the current 
depression could be re-employed if indus- 
try resumed operations at the 1929 peak 
of production, Howard Scott, directing 
head of Technocracy, a research body seek- 
ing through an engineering approach to 
find an answer to present-day economic 
problems, stated recently. Displacement 
of men by machines is proceeding so rapid- 
ly, he added, that even the creation of new 
industries, such as television, or revival of 
old trades, such as brewing, cannot check 
the steady decline. 

Coincident with the problem of reduced 
employment and increased output, the re- 
search group contends, is the fact that 
debts, including the amounts represented by 
investments in industry by capital, have 
mounted steadily each year. With a re- 
duction in the number of wage earners and 
consequent falling off in consumption of 
goods produced, Mr. Scott explained, it be- 
comes increasingly difficult to keep plants 
in profitable operation. While many indus- 
tries and geographical sections are grap- 
pling with the problems of production and 
consumption at present, he said, the social 
problem has moved up into a continental 
order of magnitude and no solution is pos- 
sible on any smaller scale. The time when 
an individual industry could chart its 
growth without reference to other indus- 
tries or to the continent as a whole has 
passed, he contends, since each group fits 
in as an integral part of the whole fabric 
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from the programs used by a number of in- 
dustrial organizations, and is confined to 
the fundamental principles of safety work 
as applied to all types of industry. Pol- 
icyholders Service Bureau, Metropolitan 
Life Insurance Company, 1932. 23 pages. 


Capital, Legislation, Wage Theory, 


and is affected by the activities of other 
groups within the frame. 

Any revival from the present depression, 
Mr. Scott believes, will come suddenly and 
will carry the scale of production to a new 
high peak within a short period, but will 
be followed by a depression more severe 
than the present. The New York Times, 
August 21, 1932. 


Machines Have Not Created Unem- 

ployment 

The chairman of the finance committee 
of the U. S. Steel Corporation bases his 
refutation of the claim that one large con- 
tributing cause to the present unemploy- 
ment situation is the substitution of ma- 
chine power for man power in American 
industrial life, upon census reports from 
1890 to 1930. In 1890, 36.1 per cent of the 
total population were listed as gainful 
workers, while 39.8 per cent were gain- 
fully employed in 1930. 

Mr. Taylor says the use of labor-sav- 
ing machinery and equipment in our indus- 
trial plants has resulted in a proportion- 
ate increase in the number of gainful work- 
ers for these reasons: additional workers 
required at plants engaged in manufactur- 
ing labor-saving machinery and equip- 
ment, and in the transportation of raw ma- 
terials, semi-finished and finished products 
to and from mines and fields, factories, 
etc.; reduction in the cost of manufacture, 
thus stimulating consumption; larger de- 
mands for natural resources. 

Mr. Taylor believes that not the least 
of our problems in industry relating to the 
cause of unemployment, is the instability 





among a certain percentage of workers 
who are uniformly restless and move from 
one job to another during periods when 
industrial activity is at its height. A yearly 
average of representative plants in the 
steel industry over the past ten years 
showed a labor turnover of about 72 per 
cent of the daily force employed. In times 
of depression this shifting element is the 
first to be released from employment and 
replaced by older and more dependable 
workers. Through a restricted and more 
selective immigration policy the morale 
among common labor of the nation may im- 
prove. By Myron C. Taylor. Industry, 
July 30, 1932, p. 1:2. 


Six-Hour Shifts of India Tire & Rubber 
Co. 


The adoption of a 6-hour-shift system 
by the India Tire & Rubber Co. has proved 
extremely satisfactory from the standpoints 
of improved production, decreased labor 
costs, and reduced absenteeism, and, in ad- 


dition, has resulted in giving employment 
to one-third more workmen. Monthly La- 
bor Review, August, 1932, p. 369:1. 


Job Security by Job Sharing 

Details of the New Hampshire Plan 
for Re-employment are given. This plan 
suggests flexible methods of setting up the 
now vitally necessary sense of job security, 
on a national scale. 

To face the present needs and also to 
avoid revolutionary changes, every indi- 
vidual business, Mr. Davis says, must work 
out its own detail method within a flexible 
framework of sound economic and business 
principles. Such a framework involves 
foresight into probable conditions of the 
future, and constitutes a compensating me- 
chanism which, while avoiding fruitless dis- 
cussion of specific causes, nevertheless off- 
sets the net effect of occupational obso- 
lescence. 

This plan contemplates the combining of 
a shortened working week with a flexible 
arrangement which would preclude the ne- 
cessity for added plant and equipment. 
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Also, in a set of detailed plans, such as 
that devoted to the office, it shows how the 
principles may be worked out in plans for 
various fields of business and governmental 
activity. 

The ordinary “spread-work” plan, the au- 
thor says, seeks to prevent lay-offs; the 
New Hampshire Plan seeks definitely to 
increase employment. It divides the bur- 
den over ownership, management and la- 
bor, thus providing an opportunity for a 
national co-operative undertaking. By 
Harold M. Davis. New England News 
Letter, Special Supplement, August 1, 1932. 
11 pages. 


The Occupational Experience of One 
Hundred Unemployed Persons in 
Bloomington, Indiana 
This study covers the industrial work- 
ing-life history of one hundred persons 
given work through the activities of the 
Citizens’ Committee on Unemployment Re- 
lief of Bloomington, Indiana. The inform- 
ation contained in the report was obtained 
through a personal interview with each 
person whose record is given. The results 
are recorded in tabulated form for each 
case under these headings: age, occupa- 
tion, place, time worked, date, time lost, 
additional remarks showing number of de- 
pendents, marital conditions, etc. Supple- 
mentary tables summarize conclusions. By 
Thomas Wesley Rogers in collaboration 
with Wallace P. Studencki and Peter 
Obsenica. Bureau of Business Research, 

Indiana University, 1931. 61 pages. 


Labor Productivity and Displacement in 
the Electric Light and Power 
Industry 


The output per employee in the electric 
light and power industry increased 260 per 
cent from 1902 to 1927, according to a re- 
cent study made by the Bureau of Labor 
Statistics. There has been little, if any, 
actual displacement of labor, however, ex- 
cept through the curtailment that took place 
during 1930 and 1931. In most instances 
the loss of employment opportunities be- 
cause of the abolition of positions as a re- 
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sult of installation of larger units or auto- 
matic devices has been offset by the labor 
demand created through the tremendous 
expansion of the industry and the increase 
in activities undertaken to give reliable 
and uninterrupted service. Monthly Labor 
Review, August, 1932, p. 249:11. 


Can Prices, Production and Employ- 

ment Be Effectively Regulated? 

A series of addresses and papers pre- 
sented at the annual meeting of the Acad- 
emy, November 13, 1931. Proceedings of 
the Academy of Political Science, Janu- 
ary, 1932. 146 pages. 


Harvester Industrial Relations Activi- 
ties and Plan for Unemployment 
Relief 
A description of this company’s adminis- 
tration of policies and plans which include 
employee representation, centralized em- 
ployment control, accident prevention, em- 
ployees’ benefit association, industrial ac- 


cident compensation, surgical and medical 
service, employee stock ownership and in- 
vestment, educational work, vacation with 
pay for factory workers, job analysis, oc- 
cupational rating, and all social and recrea- 
tional activities, a loan plan for unemploy- 
ment relief, and an employees’ garden pro- 
ject, recently developed to supplement the 
company’s relief activities. By J. J. O’Con- 
nor and L. A. Hawkins. Report of the 
meeting of the Industrial Relations Asso- 
ciation of Chicago, June 13, 1932. 14 pages. 


On the South’s Machine-Age Frontier 


Halted by the depression in their program 
of industrial expansion, the Southern 
States hang undecided between farm and 
factory. A story of how there, in the 
midst of uncertainties, the battle goes on 
between native agriculture and invading 
industry. By Clarence E. Cason. The 
New York Times Magazine, Aug. 28, 1932, 
p. 6:2. 


Shop Methods: Industrial Engineering, Standardisation, Waste, Rate 
Setting, Time and Motion Study 


Fatigue as a Factor in Costs 

Mr. Streck presents a fundamental and 
important criticism of all wage incentive 
methods which should not be overlooked. 
His criticism is that in rate setting too 
little attention is paid to fatigue and its 
ultimate effect upon the length of the work- 
ing period of an employee’s life. He dis- 
cusses what fatigue is and its cause; meth- 
ods of reducing fatigue and the resulting 
increase in production; method of includ- 
ing fatigue allowance in time studies. Un- 
til the cloak of mystery that the modern 
systematizer or rate setter tries to throw 
over his allowances has been torn asunder, 
Mr. Streck says in concluding, until al- 
lowances are arrived at on the basis of each 
job within each factory and within each 
department, until the limit of the human 
body is recognized, the cost accountant 
must realize that he is responsible for a 
man’s being burned out at 40. It is his 


duty to stand upon his feet and oppose any 
quota that will force any operator beyond 
the fatigue point and feel confident that 
by so doing he is helping production, not 
hindering it. By H. W. Streck. N. A. 
C. A. Bulletin, Aug. 15, 1932, Sec. I, p. 
1616 :9. 


Methods of Stock Control 
A discussion of the scientific determina- 
tion of quantity, the recording of stock, 
procedure of an order, stockroom routine, 
etc. By W. Lewthwaite. Industrial Wel- 
fare and Personnel Management, July, 1932, 
p. 386:4. , 


Straight-Line Production of Refrigerator 
Cabinets 

The Westinghouse Electric & Manufac- 

turing Co. recently inaugurated the manu- 

facture of steel cabinets for electric re- 

frigerators at its Mansfield plant. A lim- 
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ited amount of floor space was available 
but, through ingenuity in layout, over- 
crowding was avoided and operations so 
synchronized as to insure a steady flow of 
work. The procedure is explained. By 
F. L. Prentiss. The Iron Age, July 28, 
1932, p. 133:5: 


Motion Study—the Teacher 

By making the whole organization fami- 
liar with the principles of motion economy, 
the General Electric Co. has hundreds of 
minds directed toward the elements of 
waste, instead of just a few. Some time 
ago, the Fort Wayne plant was faced with 
a sudden influx of orders, increasing the 
production schedule several times normal 
capacity, on operations requiring the high- 
est degree of skill. How the production 
schedule was successfully met through the 


Benefit Systems and Incentives: 
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use of motion study technique is explained. 
By L. P. Persing. Factory and Industrial 
Management, September, 1932, p. 337:4. 


Stock Control 

This little dramatization is an analysis 
of the reasons for installing a new method 
of stock control in one plant, based upon 
analysis of stock movements by periods. 
It is shown that trends indicated in a se- 
ries of four analysis sheets (illustrated) 
had a valuable application to sales and 
purchasing department activities. 

It is also shown how the storekeeper, 
through suggesting a method of co-ordi- 
nating sales, production and purchasing 
with materials control, works out a plan of 
practical value in the plant. By Raymond 
E. Bell. Reprinted from Mill & Factory, 
May, June and July, 1932. 9 pages. 


Pensions, Vacations, Profit Sharing, 


Wage Plans, Suggestions, Stock Ownership 


For Group Insurance see Insurance Section 


Employees’ Suggestion Systems 

This report is an analysis of data on the 
plans of more than a hundred companies. 
It was found in many cases that the adop- 
tion of well-organized plans to stimulate 
interest, overcome diffidence and facilitate 
the passing on of suggestions, has resulted 
in such benefits as savings in operating 
costs, increased production, extension of 
business, improved operating methods, and 
better working conditions. The report de- 
scribes how such systems have been set up 
and how they function. 


Training and Education: Schools, 
Publications, Bulletin Boards 


Report of a Training Course for Fore- 
man Conference Leaders 

This bulletin is a report of a ten-day 

training course for foreman conference 

leaders conducted in 1930 by C. F. Kline- 


In the constant search maintained by 
many organizations for such ideas, pro- 
gressive management appreciates how im- 
portant employees are as a source, The 
result has been in many cases the develop- 
ment of a definite suggestion plan, by 
which employers urge the workers to give 
consideration to the problems of the busi- 
ness and of their own positions, and to 
present ideas for improvement. Policy- 
holders Service Bureau, Metropolitan Life 
Insurance Company. 24 pages. 


Libraries, Apprenticeship, Employee 


felter for a selected group of men of The 
Detroit Edison Co. The report is repro- 
duced as prepared by the employment bu- 
reau staff of the company, and represents 
the program as actually carried on. 
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After lectures by Mr. Klinefelter on the 
origin, development, application and ob- 
jectives of the conference method, devices 
used by the conference leader, and demon- 
strations on the leading of conferences on 
selected topics, each of the 24 active par- 
ticipants conducted two conferences on 
topics of his own choosing. 

The major part of this report is given 
to reporting the 47 practice conferences 
which were led by members of the group. 
The general arrangement of the report on 


Research and Experiment 


Substituting Test for Guess to Win 1932 
Markets 

Size has been a handicap these last three 
years, and the fast-moving independent unit 
has generally had the advantage. But 
General Mills, Inc., is one consolidation 
which since its organization in 1928, seems 
to have enjoyed all the advantages of uni- 
fied structure and purpose plus the advan- 
tages usually attributed to small, inde- 
pendent management. The application of 
know-your-way-at-every-step technique has 
been responsible for this success in no small 
way. Research in cereal chemistry, kitchen 
testing, preliminary consumer tests, pack- 
aging and advertising tests, successfully 
applied serve to intensify the picture of this 
organization’s set-up. By Chapin Hoskins. 
Forbes, Sept. 1, 1932, p. 6:3. 


Designing the Product for Tomorrow’s 
Industrial Market 


The new product and the improved ma- 
chine will exert strong sales effort in the 
reconstruction months to come. But prod- 
ucts will not sell merely because they are 
new, nor machines because they are “im- 
proved.” The new order of design is to 
provide a product that can be sold without 
excessive sales cost. To meet this end 
there must be closer co-operation between 
sales and engineering forces. 

This is one of a series of articles 
on the relation of design to sales, in a 
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each practice conference is as follows: 
First, a statement of the way in which the 
topic or subject for analysis was intro- 
duced by the temporary leader; second, the 
chart which was developed from the di- 
rected discussion; third, a statement of the 
outstanding points of the discussion; and 
fourth, labeled “Criticism and Comments,” 
an abstract of the appraisal and remarks 
made by Mr. Klinefelter and the group. 
Federal Board for Vocational Education, 
Bulletin No. 164, June, 1932. 83 pages. 


survey of modern merchandising in the 
metal-working industry. By George S. 
Brady. The Iron Age, Sept. 8, 1932, p. 
363 :3. 


When Prospects Balk Consider the 
Product 

A toothbrush doesn’t, offhand, seem to 
offer much of a chance for research and 
improvement, yet The Western Company 
deliberately redesigned and improved the 
product and rejuvenated its entire market- 
ing plan. Its story is told. By George L. 
Willman. Sales Management, September 
15, 1932, p. 219:3. 


Coordination of Research and Engineer- 
ing with Production and Sales 

This paper is largely an exposition of 
the organization of the Bausch & Lomb 
Optical Company, insofar as it affects the 
function of research and engineering. This 
company went through a thorough reor- 
ganization several years ago and was for- 
tunate in being of sufficient size to justify 
a distinct research and engineering divi- 
sion, and still small enough to make it 
possible to tie the functioning of these de- 
partments to that of the other departments 
without becoming involved in too much 
machinery and red tape. The company em- 
ploys about 3,000 people and has a research 
and engineering force of about 100. It 
manufactures a large variety of small- 





312 


quantity-production items, although there 
are a few items that are manufactured on 
what might be considered a quantity-pro- 
duction basis. It has, naturally, tried to 
minimize the amount of development work 
on articles that are expected to be sold in 
small quantities; still experience shows that 
quantity can have no great influence on 
the thoroughness with which the develop- 
ment work must be done, the company be- 
ing often forced by circumstances to spend 
large amounts on work which will never 
result in large production. 

The head of the research and engineering 
department reports directly to the general 
manager and assumes full responsibility for 
all expenditures for development work. A 
yardstick has been set up by which accom- 
plishments can be measured. This yard- 
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stick is the relationship between money 
spent on development work and the value 
of new business created, which consists of 
the amount of work of a regular produc- 
tion nature placed in the plant for manu- 
facture, plus all special customers’ orders 
requiring engineering-department design 
and follow-up. Figures are shown of this 
ratio for different classes of product. 
Although the research and engineering 
department assumes full responsibility for 
development work, sales and production 
are very definitely tied into the picture 
and must assume part of the responsibility 
when manufacture is finally started. Effec- 
tive means are used to bring this condition 
about. By Carl L. Bausch. Transactions 
of the A. S. M. E., July 30, 1932, p. 21:4. 


MARKETING MANAGEMENT 


The Forgotten Plan 

“In the easy days of 1929, when the 
flossy plans for merging and making money 
more easily than by selling merchandise 
were rampant, hundreds of good ideas were 
pigeon-holed by management which was 
too busy watching the stock market to sell 
merchandise. Some of these ideas today 
would put many a company on a paying 
basis once more. It is a fine time now 
for manufacturers to switch back to fun- 
damentals. Many an executive is likely to 
find in the upper right-hand drawer of his 
own desk, or out in the files, a plan which, 
with a slight bit of dusting off, would work 
wonders today.” Mr. Dickinson cites in- 
stances of many organizations which have 
discovered that old ideas, some passed up 
in easy profit times, work well now. By 
Roy Dickinson. Printers’ Ink, Aug. 11, 
1932, p. 3:5. 


Restricted Distribution Increases Sales 

To overcome a distribution problem 
which threatened to become “a continual 
nightmare,” A. S. Haight & Company 


(underwear) tried the experiment of re- 
ducing the number of distributors in a 
highly populated territory. “Sales jumped 
immediately,” writes Mr. Haight. He de- 
scribes other results of the policy of re- 
stricted distribution, emphasizing the need 
for active co-operation between manufac- 
turer and wholesaler to assure profitable 
operation. By Sherman P. Haight. Ex- 
ecutives Service Bulletin, September, 1932, 
p. 5:2. 


More Profit From Scientific Pricing 

Too much pricing is done on hunch, or 
according to some illogical tradition of an 
industry. And too many companies still 
ignore the time factor in pricing. The 
result is that net return is unsatisfactory 
and the product or the salesmen get the 
blame for a fair or poor showing which 
is really caused by faulty price-lining. 
How and why the manufacturer must con- 
sider the “external portions” of the ulti- 
mate price, i. ¢., the price of the product 
as sold by wholesaler and retailer, in addi- 
tion to his own selling price, are discussed. 
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Other points considered are discount poli- 
cies, mark-up and other factors in scien- 
tific pricing. By Gorton James. Sales 
Management, Sept. 1, 1932, p. 175:2; Sept. 
15, 1932, p. 226:3. 


Manufacturer-Dealer Alliance Reduces 
Selling Costs 

The Brown Shoe Company has in opera- 
tion a distribution program whereby it sells 
direct to 300 retailers who concentrate on 
the company’s line. The company’s presi- 
dent outlines the details of the plan, which 
has the distinction of having been success- 
fully used for eighteen years. He also 
presents the dollars and cents results which 
typical retailers are enjoying. “This pro- 
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gram,” he writes, “offers the manufacturer 
firmly established outlets and tends to re- 
duce his selling costs.” By John A. Bush. 
Executives Service Bulletin, September, 
1932, p. 1:2. 


Steel Marketing Problems Center on 
Prices 

The first of a series of articles on the 
marketing problems of the metal-working 
industry is devoted to the basic price prob- 
lem of the producer. Suceeding articles 
will deal with the successful merchandising 
of machinery and consumer metal products 
and with related phases of new products 
and market analysis. By C. E. Wright. 
The Iron Age, Aug. 25, 1932, p. 285:4. 


Sales Promotion: Letters, House Organs, Advertising 


Marketing “Freshness” 


The Vice President, Ballard & Ballard 
Co., outlines the arrangement under which 
OvenReady Biscuits are being distributed. 
This method was adopted, he states, after 
Ballard had experimented with, and dis- 
carded as too expensive, two other plans. 
A large part of the consumer’s dollar, he 
points out, is needed to cover the costs of 
distribution. A reduction of these costs 
must be accomplished before we can re- 
cover from our present economic difficul- 
ties. By Thruston B. Morton. Executives 
Service Bulletin, September, 1932, p. 3:2. 


How to Budget Advertising 

A method of budgeting bank advertising 
based upon a study of procedures used by 
members of The Financial Advertisers 
Association is presented. Five steps in the 
procedure are: 1. List the amount of 
money you wish you could spend in each 
of the available media; 2. Determine the 
minimum point of expenditure in each me- 
dium below which advertising is a total 
loss; 3. Determine how much money your 
bank can afford to spend for advertising; 
4. Divide this amount among the media you 
want to use; 5. If any medium has less 


allotted to it than the minimum below 
which advertising is a total loss, perhaps 
that medium will have to be eliminated. 
By Don Knowlton. The Bankers Monthly, 
August, 1932, p. 461 :2. 


Blaze New Sales Trails! 


Many companies skimmed the cream of 
the market during the boom years—and 
then discovered that since 1929 cream has 
been mighty scarce. The Travelers Insur- 
ance Company recently decided that the 
small policyholder was no longer to be de- 
spised. So they ran a “68-Day Trail Blazer 
Campaign” in honor of the company’s 68th 
birthday—and during the period more than 
doubled the volume closed during the first 
three months of this year. During the first 
week alone, 2,561 applications for $16,324,- 
250 were turned in. By Lawrence M. 
Hughes. Sales Management, August 15, 
1932, p. 131:3. 


A Plan That Sold Expensive Used Cars 


This summer, Warren-Nash Motor Cor- 
poration decided to make a special effort to 
move its high-priced used Nash cars. Ac- 
cordingly, in July, the purchaser of any 
used Nash was offered one share of Nash 
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Motors stock for every hundred dollars 
of cash he paid in, a concession of about 
nine per cent at current market quotations. 
The customer who paid cash for a thou- 
sand dollar used Nash and traded in a car 
appraised at three hundred dollars received 
seven shares immediately; the customer 
who bought on time received his shares 
when he paid the last installment. But if 
the installment buyer thought the stock was 
going down, he could authorize the com- 
pany to sell, and the proceeds would be 
deducted from his notes. 

The ten days in which the sale was 
carried on cleaned out the company’s stock 
of used Nash cars. Warren-Nash ran up 
against just one difficulty: a number of 
prospects voiced an opinion that the stock 
could not be very good if it was being 
given away. To get around this, the com- 


pany found it necessary to draw up a table 
comparing the current asset and inventory 
positions of Nash Motors with others in 
its field. Forbes, August 15, 1932, p. 7. 


Renewing Faith in Advertising 

Proposed remedies for retail advertising 
abuses, observes the President of The 
Namm Store, are control by advertisers, 
control by legislation, and control by 
media. He discards the first as imprac- 
ticable, decries the second as a last resort, 
but believes in the third because “news- 
papers, magazines and radio stations have 
the power to police the situation.” Adver- 
tising today, he writes, must choose one of 
two crossroads—“Constructive Methods” or 
“Destructive Methods.” By B. H. Namm. 
Executives Service Bulletin, July, 1932, p. 
x2. 


Salesmen: Selection, Training, Compensation 


Cutting Sales Costs in High-Cost 
Territories 

When the boom was on, sales territories 
were set up on the basis of sales poten- 
tials. On this basis sales possibilities were 
supposedly equalized in all territories. Then 
the slump came and turned many accounts 
which had long placed large orders at low 
cost into hand-to-mouth purchasers at high 
cost. 


The result, in the formation of territories, 
has been a change in the viewpoint from 
sales potentials to sales expense. Instead 
of how large is the sales potential, sales 
executives are asking how intensively it is 
profitable to work a given territory. This 
step means, in general, larger territories, 
more intensive working of the more pro- 
ductive markets, and a swing to wholesalers 
in those sparsely settled or otherwise dif- 
ficult markets where the manufacturer can 
no longer afford to sell direct. It means 
a closer study of competitors—the location 
of their factories, warehouses and sales 
offices. 

Examples of how such companies as 
Cluett, Peabody, Williams Oil-O-Matic, 


Graybar Electric, Brillo Manufacturing, 
Motor Improvements, Inc., are successfully 
solving the volume problem on a national 
basis are cited. By J. G. Donley. Printers 
Ink Monthly, August, 1932, p. 17:4. 


A Helping Hand for Salesmen When 
Commissions Fall 

With both unit and dollar volume drop- 
ping, the straight commission salesman 
needs assistance. Since Arthur Beir & Co. 
insists that its salesmen cover their terri- 
tories precisely as they have in the past, 
the company decided that it would have to 
help those salesmen whose income, through 
no fault of their own, had fallen below a 
certain level, to bolster up their earnings. 
The final decision was to release five men. 
Then sales territories were realigned and 
the territory formerly covered by these five 
men given to those who most needed and 
most deserved assistance. Salesmen who 
were making an income exceeding a cer- 
tain level were not aided in this way. 
Then the commission on certain “specials” 
was raised from two and a half to five per 
cent, at the discretion of the sales manager. 
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The entire matter is placed in the hands 
of the sales manager and he handles each 
case as he sees fit. In this organization 
the sales manager is on intimate terms with 
his salesmen, which partly accounts for the 
success of this plan in practical application. 
As told by Guy C. Fleming. Printers’ Ink 
Monthly, September, 1932, p. 27:1. 


A Basis for Supervision of Industrial 
Sales Personnel 


The routing and scheduling of salesmen 
are important phases of the industrial 
marketing field. This booklet gives a de- 
tailed description of how one organiza- 
tion handled the problems. By G. Reed 
Salisbury. Domestic Commerce Series No. 
62, U. S. Department of Commerce, 1932. 
26 pages. 


When the Sales Force Is Sold on 
Depression 


“Many sales organizations that are trail- 
ing today are falling behind because they 
lack what is needed to overcome today’s 
obstacles, not because of a lack of poten- 
tial buyers,” says the vice president in 
charge of agencies of the Equitable Life 
Assurance Society. The fact to keep in 
mind today, he continues, is that there can 
be no moratorium on human wants and 
needs. For the salesman with sufficient en- 


Buying, Receiving, Storing, Shipping 


Trends in the Shipping Container 
Industry 


Many new types of light-weight con- 
tainers have been developed which threaten 
to displace the older types of heavier con- 
struction. How far this trend will con- 
tinue will depend largely upon develop- 
ments of the different types of containers 
to meet changing conditions. Comparative 
advantages of wood and fiber boxes are 
discussed. By C. A. Plaskett. Packing 
and Shipping, September, 1932, p. 8:3, 
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thusiasm to build up in the prospect a 
consuming desire for the product he is 
selling, there is no such thing as depres- 
sion. Mr. Klingman further considers two 
things of prime importance in building and 
maintaining a strong sales force: the con- 
stant bringing in of new blood and the 
careful weeding out of drones. By W. W. 
Klingman. Printers’ Ink Monthly, August, 
1932, p. 31:2. 


Manual of Sales Management Principles 
for Branch Managers and 
Dealers 


The purpose of this manual recently com- 
piled by the Timken Silent Automatic Co. 
is to acquaint branch managers, sub-branch 
managers, wholesale representatives, deal- 
ers and dealers’ sales managers of this 
company, with a complete sales manage- 
ment plan whereby their retail salesmen 
may procure better results in the daily 
performance of their duty. The manual 
consists of a discussion of the showroom, 
office practice, organizing the job, how 
salesmen should be trained, compensation 
of salesmen, the supervisor system, sales 
agents, analyzing the market, how to direct 
a canvass for prospects, advertising and its 
place in the sales program, installation and 
service, cooperation, business policies, sum- 
mary of sales management principles. July 
15, 1932. 93 pages. 


Purchasing Methods and Routine 


Suggested methods and blank forms for 
purchase requirements, purchase orders and 
the handling of materials returned to stock 
or exchanged for other material are con- 
tained in this report whose purpose is to 
show the standardization of methods and 
routine relating to the purchasing of ma- 
terials and supplies in medium-sized com- 
panies. The forms reproduced are those of 
The Toledo Edison Company. N. E. L. A. 
Publicaticn No. 231, July, 1932. 8 pages. 
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Retailing 


Mid-Monthly Statement Helps 


The policy of C. A. Hibbard & Co. is 
to send a mid-monthly statement to every 
account then found unpaid. There have 
never been more than a very few excep- 
tions made to the policy. During the first 
half of 1932, the store collection percen- 
tage was approximately 50 per cent, far 
above the national average. The mid- 
monthly statement plan is given much of 
the credit for the healthy state of Hibbard’s 
credits. A small card, with a brief mes- 
sage explaining the store’s policy, accom- 
panies the mid-monthly statement. Man- 
agement Methods, August, 1932, p. 454. 


The New Psychology of Selling and 


Advertising. By Henry C. Link. Mac- 
millan, New York, 1932. 293 pages. $3.00. 


The approach of the author to the many 
and varied problems of selling and advertis- 
ing is the scientific yet practical viewpoint 
of modern psychology. The new modern 
psychology is characterized as “a study of 
how the mind acts” as contrasted with the 
old psychology which is defined as “a study 
of how the mind thinks.” The difference 
between the two definitions is well illus- 
trated by two questions. The old psychol- 
ogy of thought and opinion inquires: “Re- 
gardless of price, convenience, etc., what 
do you consider the best tire made?” The 
modern psychologist, seeking action and 
fact asks: “What tire are you now using ?” 

Starting with the premise, the consumer 
is supreme, the main objective of the author 
is to present methods for discovering and 
measuring consumer demand. The distinc- 
tion between the economics of selling and 
the psychology of selling is emphasized. 
The economics of selling is interpreted to 
concern itself with the planning of sales 
according to trading areas and buying 


Myers Office Furniture Company Comes 
Out Winner in Fight with the 
Depression 

How Myers buried Old Man Depression: 
1. Began pushing the highest quality lines 
of office equipment; 2. Rearranged the 
store to emphasize quality equipment in all 
displays; 3. Carpeted the salesroom floor 
to add an atmosphere of quality; 4. Redec- 
orated the walls and ceilings, hung pictures 
and other decorations; 5. Made a special 
drive on high grade accessory lines that 
showed fair profits. By Ben H. Briscoe. 
The Office Equipment Salesman, June- 
July, 1932, p. 322:2. 


power. The psychology of selling is in- 
terpreted to involve the determination of 
what people with a given purchasing power 
will actually buy. This “new psychology 
of selling is concerned with the discovery 
of how to avoid sales resistance, how to dis- 
cover and sell articles to which there will 
be the least sales resistance, how to crystal- 
lize the latest wants of consumers into 
active demand.” 

The author drives home forcibly his point 
that in modern selling the personality of 
the salesman is not so important as the 
personality of the buyer. His scientific 
presentation of the new psychology of ad- 
vertising and selling is illuminated by the 
inclusion of practical illustrations drawn 
from his own business experience in mer- 
chandising and marketing research. _ 

This book has a wide range of appeal 
embracing all those who are working in 
any phase of distribution. For the sales- 
man there is a stimulating chapter on the 
qualities of salesmanship. For the adver- 
tiser there is an excellent discussion of what 
is good advertising, the testing of advertise- 
ments, and selling by radio and by mail. 
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SURVEY OF BOOKS FOR EXECUTIVES 


For the retailer there are enlightening 
chapters on what will the consumer buy, 
fashion behavior and its laws, merchandise 
control for the consumer, and electric sales 
records. For the sales executive engaged 
in market research the whole technique of 
market surveys is outlined in a scientific 
presentation supplemented with simple yet 
complete practical illustrations. For the 
manufacturer the whole field of selling and 
advertising is reviewed and analyzed in 
terms of modern psychology. 

Whether you are a salesman, an adver- 
tiser, a retailer, or a manufacturer, you will 
find stimulating food for thought and for 
application in this book. 

Tuomas A. Harwoon, 

Assistant General Sales Manager, 
Bauer & Black, 
Division of The Kendall Company. 


Men Working. A Story of the Good- 
year Tire & Rubber Co. By Norman 
Beasley. Harper & Bros., New York, 
1931. 296 pages. $3.00. 


Mr. Beasley does not tell the story of 
manufacturing processes. For him, this is 
a human story, a tale of human achieve- 
ment, and not a story of machines and their 
triumphs. 

He begins with the discovery by Euro- 
peans of the rubber tree, its product and 
possibilities, and tells something of the 
work and personality of each of the men 
who had a hand in the making of rubber 
and its application to the making of tires. 
But he comes quickly to the starting, in 
1898, in Akron, by the Seiberling brothers 
of the Goodyear Tire & Rubber Company. 
It was born out of debts and difficulties by 
vision, zeal, determination and hard work, 
and its story for many years is an epic in 
which its two parents do mighty and dra- 
matic battle with each other. Mr. Beasley 
is especially concerned with the policies 
toward labor that have been established and 
developed by the company—and the various 
ways in which the organization of which 
he writes has worked out forward-looking 
policies that have attracted much attention 
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alike from practical manufacturers and 
theoretical sociologists. There are chapters 
also on the development of the airship and 
the building of the Los Angeles and the 
Akron, and a final one on the preparations 
the company is making “for the day when 
commercial airships will-be flying trade 
routes around the world.” 


The Secretary’s Desk Book. By Thomas 
Kite Brown, Jr. John C. Winston Co., 
Philadelphia, 1932. 940 pages. $3.50. 
The material in this book is designed to 

give the secretary correct information on 
matters which come up constantly in the 
performance of her routine duties. To that 
end, the book contains a section on “Writ- 
ing,” with chapters on the more important 
types of business writing which the secre- 
tary must do. Briefs, reports, minutes and 
telegraph and cable forms are considered 
and illustrated. Letter writing is discussed, 
and the various forms of address and 
styles of composition are presented. 

A section is also included on “Useful 
Information,” giving rules for filing, and 
instruction in preparing manuscripts for the 
printer and reading proof, in compiling 
bibliographies and making indexes, in ar- 
ranging itineraries. A third section deals 
with the “Mechanics” of good writing and 
includes chapters on grammar, punctuation, 
spelling and similar subjects. 


How to Develop Your Personality. By 
Sadie Myers Shellow. Harper & Bros., 
New York, 1932. 308 pages. $3.00. 


This book is the outgrowth of a course 
offered to executives and supervisors in the 
Milwaukee Electric Railway and Light 
Company. It is therefore written to appeal 
to the general reader and to executives in 
search of a popular but sound volume on 
psychology applied to the development of 
personal ability. 

After some prefatory study of the nature 
of personality, the author plunges at once 
into the matter of how a personality is built 
up, how habits are formed and how they 
can be broken, of the importance of self- 
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expression through appearance and voice 
and how this can be controlled and trained. 
Several chapters are devoted to the signifi- 
cance in the personality of the factor of 
intelligence and the improvement of methods 
of thought. 


Jobs, Machines, and Capitalism. By 
Arthur Dahlberg. Macmillan, New York, 
1932. 252 pages. $3.00. 


This book presents an analysis of contem- 
porary private capitalism by a man who is 
a graduate engineer as well as a student 
of economics, sociology and philosophy. He 
finds much to criticize, although he believes 
that capitalism, if subjected to some re- 
vision, is superior to communism and other 
proposed substitutes. 

What are we to do with our surplus 
man-power in this age of lavor-saving ma- 
chinery? Dr. Dahlberg makes the sug- 


gestion that we might shorten by statute 
the number of hours at which labor may 
be employed, and thus absorb the surplus 


man-power. He illustrates his argument 
with several diagrams. 


Leaders and Periods of American Fi- 
nance. By Theodore J. Grayson. John 
Wiley & Sons, New York, 1932. 566 
pages. $4.00. 

In this book Professor Grayson has 
traced the course of events which constitute 
the financial story of America by using as 
his principal method of exposition the lives 
of our great leaders in this field. The main 
purpose has been to show how our private 
finance developed from the firm basis of 
public finance which first arose in the brain 
of Alexander Hamilton, and then to de- 
scribe the gradual evolution of American 
business enterprise through the century and 
a half just past. 

In this way we learn through an ex- 
amination of the career of Robert Morris 
how the Revolutionary War was financed 
and brought to a successful close. The 
life of Alexander Hamilton gives the 
reader an understanding of the great meas- 
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ures of public finance which were essential 
to the formation of our government. The 
rise of private finance is exemplified by 
the life stories of Stephen Girard and John 
Jacob Astor. Salmon P. Chase, Jay Cooke, 
Cornelius Vanderbilt, Jay Gould, George 
Westinghouse, Andrew Carnegie, Edward 
H. Harriman, J. Pierpont Morgan, Elbert 
Gary, and others are also brought into the 
picture in this manner. 


The Fair Rate of Return in Public 
Utility Regulation. By Nelson Lee 
Smith. Houghton Mifflin Company, 
Boston, 1932. 334 pages. $3.00. 


The fair rate of return is treated in a 
setting which gives prominence to the pur- 
poses and mechanisms of both public utility 
control and the industrial society as a 
whole. The importance of fair return 
rather than fair valuation in rate-making 
and the necessity of regarding regulation 
as a substitute for competition are stressed 
by the author. 


There are chapters covering the follow- 
ing topics: Regulation, Valuation, and the 
Rate of Return; Elements of the Fair Re- 
turn; Fair Return and Rates for Service; 
Specific Rates of Return; Considerations 
Affecting the Rate of Return. 

Appendices cover: Cases Involving Spe- 
cific Fair Rates of Return, 1915-1928; 
Tables Grouping Commission Decisions In- 
volving Specific Fair Rates of Return, 
1915-1928. 


Why I Don’t Sell Substitutes. By 
Charles C. Casey. Dartnell Corp., Chi- 
cago, 1931. 164 pages. $1.85. 


“$500,000,000 barely represents the colos- 
sal amount of dead stock and ‘orphan’ 
merchandise now dormant on dealers’ 
shelves throughout the country,” is the 
rather startling estimate of Charles C. 
Casey in this book. The author goes on to 
analyze the factors which make success, 
profits, in retailing and points out where 
and how and why frozen inventories, un- 
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satisfactory turnover and lost sales occur. 
His aim is to bring out the profit-advan- 
tages to the average retailer of buying only 
known and standard merchandise, and the 
dangers and losses involved in tying up 
money “in unknown and inferior ‘substi- 
tute’ goods made up to trade upon the ad- 
vertising and prestige of accepted brands 
and products.” 


Educational Experiments in Industry. 
By Nathaniel Peffer. Macmillan, New 
York, 1932. 207 pages. $1.50. 

This is a description and appraisal of 
typical company, joint and public school 
projects in industrial education. Actual 
plans used in these companies are described 
in detail: Bausch & Lomb Optical Co., 
Commonwealth Edison Co., Dennison 
Manufacturing Co., Equitable Life Assur- 
ance Society, General Motors Corporation, 
Standard Oil Company of New Jersey and 
the New York Stock Exchange. 

There are numerous examples, drawn 
from various industries, of instruction 
along purely cultural lines, as well as along 
the commoner lines of training on the job 
for the job. This inquiry shows what has 
already been accomplished in this field and 
indicates its possibilities. 


The Great Depression and Beyond. By 
Lloyd M. Graves. Brookmire Economic 
Service, Inc., New York, 1932. 192 
pages. 

After discussing briefly the business cycle 
and the general implications of previous 
depressions, the author traces the origin 
of the current business breakdown in the 
over-expansion of the world’s industrial 
system during the years around 1900 and 
in the destructive influences of the World 
War. He then presents a brief history of 
the inflationary boom of the New Era and 
the inevitable crisis which followed. 

Part II describes the panic of 1929 and 
traces the ensuing slump down to the spring 
of 1931, The Government’s prosperity 
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program is treated and causes of its future 
explained. The peculiar circumstance that 
the liquidation of 1929-31 was not followed 
by the normal cyclical recovery is traced 
to its source in the basic derangement of 
the monetary system. 

Part III deals with the present situation 
as it has developed since the collapse of the 
Kredit Anstalt in May, 1931. It is shown 
that the international debacle of the past 
year was essentially a collapse of the goid 
standard; the danger of currency deprecia- 
tion and the necessity of restoring sound 
money are shown as the two great problems 
of the day. 

Part IV is devoted to an analysis of 
major tendencies in Western Civilization, 
growing out of the depression and the de- 
velopments which preceded it. The impli- 
cations of the trend towards social control 
and stabilization are discussed in particular. 


The Sales Strategy of John H. Patterson. 
By Roy W. Johnson and Russell W. 
Lynch. Dartnell Corp., Chicago, 1932. 
344 pages. $3.50. 

John H. Patterson, coal merchant, bought 
one of the first cash registers ever made 
and by means of it caught a thief who had 
been robbing his till. Every retailer ought 
to have one of those machines, he decided, 
and shortly after acquired control of the 
concern that made them, for $6,500. 

That was in 1884, and up to that time 
less than a hundred cash registers had been 
sold. They were practically unknown to 
retailers generally, and in the few instances 
where they had been used or heard of, they 
were looked upon as nuisances by the mer- 
chants, or vigorously opposed as “thief- 
catchers” by the clerks. 

Patterson’s sales strategy was based upon 
two simple premises:. 1. Show the re- 
tailer that the cash register will make 
money for him and he will buy it; 2. Show 
the salesman that there is no limit to the 
money he may make by successfully per- 
forming his job. 

Patterson had no precedents for guides. 
He was compelled to solve for himself the 
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problems of building a sales force, training 
it, backing it up with the right kind of 
advertising and keeping it constantly on 
the alert. So well did he do his job that 
modern salesmanship, with its quotas, sales 
manuals, training courses, conventions and 
auxiliary advertising is almost entirely 
Patterson-evolved. If added proof of his 
ability is required it may be found in the 
number of Patterson-trained executives now 
in high sales posts: Macauley of Packard, 
Watson of International Business Machines, 
Rogers of Addressograph, to name a few. 

The sales manager’s problem today is 
vastly different from the one that confronted 
Patterson. But human nature has not 
changed greatly, and the book is worth 
reading for the light that it throws on 
Patterson’s understanding of people. 

CeR: 


Accountants’ Index. Published for the 
American Institute of Accountants by the 
American Institute Publishing Co., Inc., 
New York, 1921, 1578 pages. Supple- 
ment, 1924, 599 pages. Second Supple- 
ment, 1928, 789 pages. Third Supple- 
ment, 1932, 635 pages. $35. 

The original Accountants’ Index, pub- 
lished in 1921, contains references to the 
known English literature on the subject 
of accounting in print in 1912 and pub- 
lished between that date and January 1, 
1921. The first supplement contains refer- 
ences to the literature of accountancy 
between January 1, 1921, and July 1, 1923. 
The second supplement brings the record 
down to January 1, 1928. The third sup- 
plement includes references from the date 
of the second supplement to January 1, 
1932. 

Names of authors, subjects and titles are 
arranged in a single alphabet with informa- 
tion as to publisher, place of publication, 
date and number of pages. A directory at 
the end of each volume gives the addresses 
of publishers and periodicals. 

The Index is a very useful compendium 
in that it covers the entire field of English 
literature on accountancy. 


Commercial Problems of the Woolen 
and Worsted Industries. By Paul T. 
Cherington. The Textile Foundation, 
Inc., Washington, 1932. 242 pp. $2.50. 


Every industry has inheritances that come 
to the light of day in times like these. The 
textile industry has a number, several gen- 
erations old. But some of them, espe- 
cially the new fashion emphasis and fashion 
trends, are relatively recent, and they are 
upsetting the preconceived ideas of textile 
marketing. 

Several factors such as manufacturing 
processes, the trend to ready-to-wear cloth- 
ing, surplus productive capacity, the domi- 
nance of price competition and the lack of 
any check on newcomers in the industry 
are scarcely subject to improvement at this 
time. 

This volume presents a program for bet- 
terment essentially in the direction of lower 
costs of doing business—especially lower 
costs of marketing. 

The program, partly for individual com- 
pany action and partly for cooperative 
action, is as follows: 

1. Expansion of the Federal Govern- 
ment’s efforts to provide a current statis- 
tical picture. 

2. Completion of the available data. 

3. Interpretation of these data by skilled 


erganizations. 

4. Inter-association work on _ specific 
problems. 

5. Economic councils of specialized 
groups. 


6. Technical research. 

7. More use of style bureaus and similar 
services. 

8. Provision of statistical personnel in 
mills and selling organizations. 

9. Development of ability to use sales 
statistics among mill and other executives. 

10. Use of current figures for projecting 
curves of probability. 

An interesting chapter on styles and fash- 
ions and on living and buying habits pre- 
pared by Amos Parrish & Co. dramatizes 
the troubles of the industry. 

W. J. Donatp, Pariner, 
James O. McKinsey and Company. 
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